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BUDGET RESOLUTION/Supermajority Requirement to Raise Taxes

SUBJECT: Senate Concurrent Budget Resolution for fiscal years 1997-2002 . . . S. Con. Res. 57. Exon motion to table
the Kyl amendment No. 3995.

ACTION: MOTION TO TABLE AGREED TO, 59-41

SYNOPSIS: As reported, S. Con. Res. 57, the Concurrent Budget Resolution for fiscal years 1997-2002, will balance

Federal budget in fiscal year (FY) 2002 by slowing the overall rate of growth in spending over the next 6 ye:
to below the rate of growth in revenue collections. The rate of growth in entitlements such as Medicare, Medicaid, tam#fiesto F
with Dependent Children program, and the Earned Income Credit will be slowed. No changes will be made to the Social Sec
program, the spending for which will grow from $348 billion in FY 1996 to $467 billion in FY 2002. Defense spending will b
essentially frozen at its present level.

The Kyl amendmentwould express the sense of the Senate that, "this concurrent resolution on the budget assumes fundan
tax reform should be accompanied by a proposal to amend the Constitution of the United States to require a supermajority v
each House of Congress to approve tax increases." The amendment would also make the following three findings: the &tation's
tax system is indefensible, being overly complex, burdensome, and severely limiting to economic opportunity for all Americe
fundamental tax reform should be undertaken as soon as practicable to produce a tax system that is fairer, flatter, and simple
the stability and longevity of any new tax system designed to achieve these goals should be guaranteed with a supeemajorit
requirement to raise taxes.

Following debate, Senator Exon moved to table the Kyl amendment. Generally, those favoring the motion to table oppose
amendment; those opposing the motion to table favored the amendment.

Those favoringthe motion to table contended:

The Kyl amendment would have very far reaching effects. It not only would call for tax reform, it would call for the specif
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"reforms" of a flat tax and a supermajority vote requirement to raise taxes. Presumably, that requirement would be foisa two-th
majority vote of both Houses, because that is the requirement that is in the proposed Kyl constitutional amendment. Many of us
support tax reform, but we are not about to endorse a particular course of action without first carefully consideriligratitiesa

We certainly are not about to endorse the proposed supermajority vote requirement, because we think that it would iméringe on t
constitutional right of Members to raise taxes. We therefore urge our colleagues to table the Kyl amendment.

Those opposinghe motion to table contended:

The Kyl amendment has two parts. First, it expresses support for fundamental tax reform, and second, it expresses the sense of
the Senate that once such reform is achieved, Congress should pass a proposal to amend the Constitution to requiréya supermajor
vote in each House to raise taxes. The need for fundamental tax reform is difficult to dispute. According to the Intetreal Reven
Service, by the time that Americans had filed their income tax returns on April 15, they had spent about 1.7 billion hours on
tax-related paperwork, and businesses had spent another 3.4 billion hours. According to the Tax Foundation, the cggaongist pr
and filing these tax returns was nearly $200 billion. In total, the Government collected $1.42 trillion. A compliance2@ist of $
billion to collect $1.42 trillion clearly proves that our current system is much too complex. Americans are understartdatel frus
and angry with this tax system. We need a fairer, flatter, and simpler system.

The second part of the Kyl amendment would require a supermajority vote to raise taxes. The American people also strongly
support this proposal. Over the years, the burden of Federal, State, and local taxation has gradually grown, to théabditetdw t
and indirect taxes take 50 percent or more of most middle-class families' incomes. The problem is not that the Ameriman people
taxed too little, but that the Government spends too much. This budget resolution before us demonstrates that it ibptssikle to
the budget without raising taxes. In fact, it will cut taxes by providing a $500 per child tax credit, but, by respomsibingetsie
growth in spending to a rate that is below the projected rate of growth in revenues (revenues will increase becausecamgpowing e
will create a larger tax base), it still will bring the budget into balance in 6 years. Even without any new taxes, amdavititath
credit, revenues will rise from $1.42 trillion to $1.85 trillion.

Experience has shown that lower tax rates are beneficial to the economy. The tax cuts of the early 1980s are a caseyin point. T
started the longest peacetime expansion of the economy in our Nation's history. Revenues to the Treasury increaseitbas a result,
$599.3 billion in fiscal year 1981 to $990.7 billion in 1989. High tax rates, on the other hand, discourage work, pratcten, s
and investment. The result is ultimately less economic activity to tax, and collections decrease. For instance, theespqragedls r
to President Clinton's 1993 large increase in marginal tax rates by reducing their taxable incomes by nearly $25 bitbolnc€dey
their incomes by saving less, investing less, and creating fewer jobs. The economy paid the price in terms of slower growth.

It is interesting to note that revenues, as a percentage of the gross domestic product, have actually fluctuated arauraha very
band: 18 percent to 20 percent of the GDP for the last 40 years. In fact, revenues amounted to about 19 percent of GDP when the
top marginal income tax rate was in the 90 percent range in the 1950s, and they also amounted to just under 19 perctmt when the
marginal rate was in the 28 percent range in the 1980s. The reason for this counter-intuitive result is that tax ratavehanges h
greater effect on how well or how poorly the economy performs than they do on revenue collections. Higher tax rates depress
economic performance and thus depress revenues. The key is whether tax policy fosters economic growth and opportusity, or resul
in a smaller and weaker economy.

A supermajority vote requirement to raise taxes is not new. In recent years a dozen States have adopted various forms of that
requirement, and they have found that it works. The Federal Government should learn from this example. It should reform the tax
code, and then make it difficult for Congress to raise taxes. We urge our colleagues to support this amendment.



